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The Mexican government may take anti-dumping actions against US airlines for cutting fares
drastically between US cities and Mexican destinations. Four US airlines Delta, American,
Continental, and United reduced their fares to Mexico by as much as 55%, as part of an overall
promotion to stimulate air travel, which fell sharply after the Sept. 11 attacks in New York and
Washington. The lower fares by the US airlines, however, have placed Mexico's two major airlines,
Mexicana and Aeromexico, and upstart Lineas Aereas Aztecas (LAA) at a competitive disadvantage
because they are unable to match the lower fares.
Aaron Dychter, deputy secretary for transportation at the Secretaria de Comunicaciones y
Transportes (SCT), said the US airlines were able to reduce their fares in part because of the large
rescue package provided by the US government to US carriers. "This is a definite case of dumping,
and we cannot allow it," said Dychter. Furthermore, the SCT official said, the US airlines violated
Mexican regulations by not consulting with the Mexican government before publishing the lower
fares.

Mexican aviation industry says low fares threaten survival
The Mexican airline industry is welcoming the government's intervention. "[The subsidized fares]
are endangering the Mexican airlines, which do not receive similar subsidies," said Fernando Flores,
president de la Camara Nacional del Aerotransporte (CANAERO). "We requested the assistance of
our government authorities because US competitors were evidently offering fares at much below
cost," said Aeromexico director Pasquel. As an example, said Pasquel, the fares offered by US
airlines from San Francisco to Mexico City had been reduced by 55%, and between Chicago and
Guadalajara by 40%.
Earlier this month, Aeromexico and Mexicana cancelled 100 domestic and international flights
because of a sharp drop in passenger traffic. Among the cancellations were at least four flights to the
US. Mexican airline companies have also appealed to the government to create some sort of rescue
package for the industry. Thus far, the government has not provided any major incentives other
than to reduce fuel prices and suspend collection of airport fees.
One threat for Aeromexico and Mexicana at the domestic level may come from newly formed LAA,
which is trying to establish a market. The airline basically took over the routes and operations of
Transportes Aereos Ejecutivos (TAESA), which was forced to cease operations because of massive
safety violations and financial problems (see SourceMex, 2000-11-01). LAA executives promised not
to start any fare wars with the two major carriers. "LAA has established a policy of not initiating a
fare war under any circumstances," said director Marcos Shuster. "We will not have the highest nor
the lowest fare in the market."
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Government confirms delay in sale of airline holding company SCT officials confirmed, meanwhile,
that the financial problems for the US and Mexican airline industries have forced the Mexican
government to delay the privatization of the Corporacion Internacional de Transportacion Aerea
(Cintra), the holding company for Mexicana and Aeromexico.
The savings protection agency (Instituto de Proteccion al Ahorro Bancario, IPAB), which will manage
the sale of the government's shares in Cintra, announced in early October that the privatization
would not be concluded until sometime in 2002. The government had hoped to conclude the sale
of its shares in the two airline companies earlier this year, but the transaction was delayed because
of a dispute over whether to sell the shares as a unit or separately for each airline (see SourceMex,
2001-05-02).
Many potential buyers for those shares are US carriers that are still attempting to get back on a solid
financial footing and are not in a position to submit bids for Mexican airline companies. (Sources: La
Cronica de Hoy, 10/10/01; La Jornada, 10/12/01, 10/15/01; Excelsior, 10/15/01; El Universal, 10/10/01,
10/12/01, 10/16/01; Reforma, 10/10/01, 10/11/01, 10/12/01, 10/17/01; Milenio Diario, 10/11/01, 10/12/01,
10/17/01)
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